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DEPARTMENT OF SOCIAL SERVICES 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
As part of our audit of the State of Louisiana's financial statements for the year ended June 30, 
2005, we considered the Department of Social Services’ internal control over financial reporting 
and over compliance with requirements that could have a direct and material effect on a major 
federal program; we examined evidence supporting certain accounts and balances material to the 
State of Louisiana’s financial statements; and we tested the department’s compliance with laws 
and regulations that could have a direct and material effect on the State of Louisiana’s financial 
statements and major federal programs as required by Government Auditing Standards and U.S. 
Office of Management and Budget (OMB) Circular A-133. 
 
The Annual Fiscal Report of the Department of Social Services is not audited or reviewed by us, 
and, accordingly, we do not express an opinion on that report.  The department's accounts are an 
integral part of the State of Louisiana's financial statements, upon which the Louisiana 
Legislative Auditor expresses opinions. 
 
In our prior management letter on the Department of Social Services for the year ended June 30, 
2005, we reported findings relating to improper payments in the Temporary Assistance for 
Needy Families Program (TANF), control weaknesses over the LaCarte Purchasing Card 
Program, child support escrow fund not reconciled, noncompliance with federal regulations for 
subrecipient monitoring, noncompliance with eligibility requirements of TANF, control 
weaknesses over time and attendance data, noncompliance with federal requirements in 
Vocational Rehabilitation, and insufficient controls over reporting in the Foster Care - Title IV-E 
Program. 
 
The findings concerning improper payments in TANF, control weaknesses over the LaCarte 
Purchasing Card Program, noncompliance with federal regulations for subrecipient monitoring, 
and control weaknesses over time and attendance data have been resolved by management.  The 
remaining findings have not been resolved and are addressed again in this report. 
 
Based on the application of the procedures referred to previously, all significant findings are 
included in this letter for management's consideration.  All findings included in this management 
letter that are required to be reported by Government Auditing Standards will also be included in 
the State of Louisiana's Single Audit Report for the year ended June 30, 2005. 
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Child Care Cluster:  Noncompliance With 
  Federal Program Requirements 
 
The Department of Social Services (DSS) did not comply with certain federal and state 
requirements for administering the federal child care cluster.  The child care cluster is 
comprised of the Child Care and Development Block Grant (CFDA 93.575) and the 
Child Care Mandatory and Matching Funds of the Child Care and Development Fund 
(CFDA 93.596) programs.  OMB Circular A-133, Subpart C, Section 300(b), requires 
states to establish internal control over federally funded programs to provide reasonable 
assurance that the state is managing federal awards in compliance with grant provisions.  
Proper administration would include controls for ensuring that expenditures are supported 
by adequate documentation and that eligibility criteria are met.  In addition, child care 
provider agreements require the provider to keep a daily record of attendance of each 
child participating in the program, including time of arrival and departure.  The provider 
is also instructed to retain for three years supporting fiscal documents (including 
attendance records) adequate to ensure that claims for federal funds are in accordance 
with federal requirements. 

 
Allowable Cost 
 
 For 18 of 25 provider invoices tested (72%), the invoices were not 

supported by attendance logs.  Nine providers did not provide any 
attendance logs.  One of these providers noted that all its records have 
been thrown away.   The attendance logs submitted by the other nine 
providers were either incomplete or did not agree with the invoices.  
Examples of incomplete logs included a calendar with the children’s 
names written-in on each day with no arrival or departure times and four 
monthly attendance logs from one provider where all three children had 
the same arrival time and the same departure time for each day of the 
month.   Total questioned costs are $37,931.  

 DSS is involved in investigations of several cases where child care 
providers may have fraudulently charged for children who did not attend 
day care centers.  For these cases, known questioned cost is $19,501, 
while likely questioned cost is estimated to be over $330,000.  One case 
involves a joint investigation by the U.S. Department of Health and 
Human Services, Office of Inspector General, and the DSS Fraud and 
Recovery Unit with estimated overpayments totaling approximately 
$333,000. 

 For two of 30 transactions tested (6.7%), the parish worker did not sign in 
the place provided to indicate the invoice was approved for payment. 
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Eligibility 
 
 For three of the 30 children tested (10%), case files did not have 

documentation verifying the child was age-appropriately immunized in 
accordance with 45 CFR 98.41(a)(1)(i), Section 6.7 of the State Plan, and 
department Policy No. 08.C-180. 

DSS procedures for validating provider reimbursement requests are deficient as the 
children’s attendance is not verified to supporting documentation (attendance logs).   This 
deficiency may contribute to the large percentage of child care providers that did not 
maintain adequate attendance records.  Considering the large exception rate for 
attendance logs, the risk exists that significant amounts may not be adequately supported.  
Over 7,500 providers receive reimbursements totaling in excess of $100,000,000.  In 
addition, internal controls established for verification of immunization and invoice 
approval were not followed.  Failure to institute sufficient internal control increases the 
risk of provider error, fraud, and/or abuse. 
 
DSS management should improve its review and monitoring procedures to ensure 
provider reimbursement requests are accurate and supported.  In addition, DSS personnel 
should follow established controls over the verification of immunization and payment 
approval.  Management concurred with the finding and provided a corrective action plan 
(see Appendix A, page 1). 
 
Foster Care - Title IV-E Program:  Noncompliance 
  With Program Regulations 
 
DSS, Office of Community Services (OCS), did not comply with certain requirements for 
administering the Foster Care - Title IV-E program (CFDA 93.658).  OMB Circular A-
133, Subpart C, Section 300(b), requires states to establish internal control over federally 
funded programs to provide reasonable assurance that the state is managing federal 
awards in compliance with laws, regulations, and the provisions of contracts or grant 
agreements.   
 
Audit procedures performed on the Foster Care - Title IV-E program disclosed the 
following conditions: 
 

 For the fifth consecutive year, tests on the Title IV-E Foster Care and 
Adoption Assistance Financial Report (ACF-IV-E-1) disclosed that OCS 
did not remove all unallowable social service costs from the maintenance 
costs funded by the Foster Care - Title IV-E program.  Questioned costs 
could not be determined because the actual amount of social service costs 
charged is unknown. 

 Seven of 30 clients tested (23.3%) were not placed in fully licensed 
childcare institutions.  The childcare institutions had either provisional 
licenses or extended licenses because of noncompliance with the state’s 
minimum licensing requirements.  The Administration for Children and 



DEPARTMENT OF SOCIAL SERVICES__________________________________  

 
- 4 - 

Families policy manual guidance provides that children placed in such 
facilities are not eligible for foster care maintenance payments.  

 Four of 30 clients tested (13.3%) were not placed in a foster home or 
childcare institution that had documentation (criminal record clearances) 
to verify safety considerations have been addressed as required by 45 CFR 
1356.30 (a) and (f).   

 Two of 30 clients tested (6.7%) did not receive a judicial determination 
regarding reasonable efforts to finalize a permanency plan within 12 
months of entering foster care as required by 45 CFR 1356.21(b)(2).   

 Three of 30 expenditures tested (10%) were not properly authorized.  The 
expenditure authorization documentation was either missing or not 
properly approved. 

OCS personnel did not follow program regulations and existing procedures in the 
administration of the Foster Care - Title IV-E program.  Failure to follow adequate 
control procedures to ensure compliance with federal regulations may result in 
disallowed costs.  In addition, failure to prepare and submit accurate financial reports 
increases the risk that future grants payments and/or awards to the department will be 
based on erroneous information.  As a result of the exceptions noted previously, 
questioned costs totaled $110,715 ($75,795--federal funds and $34,920--state funds).  
 
DSS management should require all employees to adhere to program regulations and 
existing procedures in administering the Foster Care - Title IV-E program and ensure 
federal reports reflect only allowable expenditures.  Management concurred with the 
finding and provided a corrective action plan (see Appendix A, pages 2-3). 
 
Temporary Assistance for Needy Families Program: 
  Noncompliance With Eligibility Requirements 
 
DSS, Office of Family Support (OFS), did not comply with certain eligibility 
requirements for administering the Temporary Assistance for Needy Families (TANF) 
program (CFDA 93.558).  OFS uses TANF funds to operate several programs, including 
the Family Independence Temporary Assistance Program (FITAP). 
 
A review of 30 FITAP client cases disclosed the following conditions: 
 

 For the fourth consecutive year, OFS failed to sufficiently document in 
four of 30 cases (13.3%) tested, whether each child in the assistance unit 
lives in the home of a parent or a qualified relative pursuant to 42 USCS 
608 (a)(1). 

 For the seventh consecutive year, documentation in the test case files was 
not sufficient to verify the relationship of the caretaker to the minor child 
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as required by Louisiana Revised Statute 46:231(3)(b) and the TANF State 
Plan for three of 30 cases (10%) examined. 

 For the seventh consecutive year, certain client information in the 
department's computer databases did not agree with, or was not supported 
by, documentation in the client's case file.  Differences occurred in five of 
30 cases (16.7%) examined. 

 In two of 10 applicable cases (20%), there was no documentation that the 
client participated in a Parenting Skills Training Program as required by 
the TANF State Plan. 

 In one of 10 applicable cases (10%), a sanction was required for non-
cooperation with Support Enforcement Services in accordance with 45 
CFR 264.30 and 264.31, but the client continued to receive monthly 
benefits.   

 In two of 30 cases (6.7%), documentation was not sufficient to verify the 
residence of the family members receiving benefits.  

 For the second consecutive year, documentation in the test case files was 
not sufficient to determine if income exceeded the benefit amount for one 
of 30 cases (3.3%) examined.  According to DSS policy B-631-1-FTAP, 
income should be verified at initial application, re-determination, at the 
midpoint of a 24-month certification period, and when income changes, 
except when the amount reported by the household indicates ineligibility. 

OFS personnel did not follow eligibility regulations and established procedures in the 
administration of the TANF program.  Failure to follow adequate internal control 
procedures to ensure compliance with federal and state regulations can result in payments 
made to ineligible clients, payments made in the wrong amounts, or failure to provide 
benefits to eligible clients.  As a result of the exceptions noted previously, questioned 
costs total $4,152.  
 
DSS management should require all employees to adhere to eligibility regulations and 
established procedures in administering the TANF program.  Management concurred 
with the finding and provided a corrective action plan (see Appendix A, page 4). 
 
Child Support Escrow Fund Not Reconciled 
 
For the sixth consecutive year, DSS is not reconciling the Child Support (Title IV-D) 
Escrow Fund to the client accounts on a periodic basis.  Good internal control includes 
periodic reconciliations of cash accounts (such as the Title IV-D Escrow Fund) to 
subsidiary records (such as the client accounts).  A proper reconciliation would provide 
management with a basis to ensure that errors and/or fraud are detected in a timely 
manner and that accounting data are both accurate and reliable.  Departmental and 
contract personnel have made progress on developing a reconciliation process for the 
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Title IV-D Escrow Fund and expect a final draft of the process to be completed in 
December 2005. 
 
The Title IV-D Escrow Fund is the clearing account that is used to process child support 
receipts and payments.  Child support receipts from noncustodial parents are deposited 
into the fund and credited to the accounts of custodial parents.  Distributions are then 
made to the custodial parents and/or to the state General Fund, depending on the status of 
each parent’s account.  During fiscal year ended June 30, 2005, total collections and 
disbursements of the escrow fund were approximately $318.4 million ($26.5 million per 
month) and $316.6 million ($26.4 million per month), respectively.  The balance in the 
account at June 30, 2005, is approximately $3 million.  
 
Failure to reconcile the Title IV-D Escrow Fund cash to subsidiary client accounts could 
lead to the misuse of funds and increases the risk that fraud and/or computer 
programming or operating errors could occur and not be detected in a timely manner.  A 
reconciliation would detect errors such as undistributed amounts payable to custodial 
parents, undistributed amounts payable to the state General Fund, and the failure to post a 
receipt to a client account. 
 
DSS management should require monthly reconciliations of the Title IV-D Escrow Fund 
to the client accounts to ensure that the accounting records are both accurate and reliable 
and that child support receipts and related distributions to both the state and custodial 
parents have been appropriately recorded.  Management concurred with the finding and 
provided a corrective action plan (see Appendix A, page 5). 
 
Temporary Assistance for Needy Families Program: 
  Noncompliance With Program Requirements 
 
DSS did not comply with certain program requirements for administering TANF (CFDA 
93.558).  DSS uses TANF funds to operate several programs, including FITAP, 
Strategies to Empower People (STEP), and TANF Initiatives.  OMB Circulars A-87 and 
A-122 state that costs must be adequately documented, necessary, and reasonable to be 
allowable under federal awards. 
 

Activities Allowed/Allowable Costs 
 
 In a review of 31 contract payments, seven exceptions (22.6%) totaling 

$6,022 were identified in which supporting documentation was not 
adequate to determine that contract expenditures were properly, 
accurately, and reasonably charged to the TANF program. 

 In a review of 10 transactions of the Developmental and Socialization 
Activities Program TANF Initiative administered by DSS, OCS, four 
exceptions (40%) totaling $488 were identified in which expenditures 
were made for items not allowed by the Memorandum of Understanding 
between OCS and DSS, OFS. 
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 In three of 30 FITAP cases (10%) examined, documentation in the case 
file for payments totaling $251 that were made on behalf of the client was 
insufficient to determine if the payments were made in accordance with 
OMB Circular A-87, grant regulations, and the TANF State Plan.   

Period of Availability 
 
According to the ACF-196 TANF Financial Data Reports for federal award year 
2004, the department expended $17,108,628 of federal fiscal year 2004 grant 
award on non-assistance expenditures during federal fiscal year 2005, which 
exceeded the obligated amount of $16,844,331 by $264,297.  Pursuant to section 
404(e) of PRWORA of 1996, unobligated balances from previous fiscal years 
may only be expended on benefits that meet the definition of assistance at 45 CFR 
260.31 and related administrative costs associated with providing such assistance. 

 
Departmental personnel did not follow program regulations and existing procedures in 
the administration of the TANF program.  Failure to follow adequate internal control 
procedures to ensure compliance with federal and state regulations can result in payments 
made to ineligible clients and inaccurate payments made to eligible contractors and/or 
clients.  As a result of the exceptions noted previously, questioned costs total $271,058.  
 
DSS management should require all employees to adhere to program regulations and 
established procedures in administering the TANF program.  Management concurred 
with the finding and provided a corrective action plan (see Appendix A, pages 6-7). 
 
Unlocated Movable Property 
 
The DSS certifications of annual property inventory reported approximately $1.28 
million of unlocated movable property over the past four years.  Of that amount, items 
totaling $60,120 were removed from the property records because they had not been 
located for the fourth consecutive year while items totaling $492,145 are scheduled to be 
removed if not found within the next year.  The department’s Office of the Secretary was 
responsible for $780,048 (61%) of the total unlocated amount.  
  
Louisiana Revised Statute 39:325 requires entities to conduct an annual property 
inventory of movable property and report any unlocated movable property to LPAA.   
Louisiana Administrative Code 34.VII.313 states, in part, that efforts must be made to 
locate all movable property for which there are no explanations available for their 
disappearance.  In addition, good internal control dictates that assets are properly 
monitored to safeguard against loss or theft and that thorough periodic physical counts of 
property inventory be conducted. 
 
When conducting its annual physical inventory of movable property, the department 
could not locate items totaling $1,279,269, of which computers and computer-related 
equipment totaled $1,175,331.  The missing items included a network server ($22,158), 
computer accessory - battery backup ($16,847), a computer server ($14,999), two 
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computers (each $13,551), and a disk drive ($12,816).   Annual physical inventory 
reports disclosed that the department had items totaling $43,063,820. 
 
Failure to maintain controls over movable property increases the risk of loss arising from 
unauthorized use of property and subjects the department to noncompliance with state 
laws and regulations.  In addition, because of the nature of services provided by the 
department, there is an increased risk that sensitive information could be retrieved 
improperly from the missing computers and/or computer-related equipment. 
 
DSS management should strengthen its procedures for monitoring movable property and 
for conducting the physical inventory of movable property.  In addition, management 
should devote additional efforts to locating movable property reported as unlocated in 
previous years.  Management concurred with the finding and provided a corrective action 
plan (see Appendix A, pages 8-9). 
 
Lack of Supporting Documentation for Program Expenditures 
 
For the third consecutive year, DSS, Louisiana Rehabilitation Services (LRS), did not 
maintain sufficient controls to ensure expenditures charged to the Rehabilitation 
Services - Vocational Rehabilitation Grants to States Program (CFDA 84.126) were 
properly calculated or supported by adequate documentation at the time of payment.  
OMB Circular A-133, Subpart C, Section 300(b), requires states to establish internal 
control over federally funded programs to provide reasonable assurance that the state is 
managing federal awards in compliance with grant provisions.  Proper administration 
would include controls for ensuring expenditures are properly calculated and are 
supported by adequate documentation.  In addition, OMB Circular A-87 states that costs 
must be adequately documented.   
 
Six of 25 (24%) expenditure transactions tested did not have sufficient supporting 
documentation.  Five transactions had no evidence in the clients’ case files that supported 
school attendance and one transaction lacked client verification on receipt of goods.  Two 
of 25 (8%) expenditure transactions were miscalculated, which led to overpayments.   
 
Failure to maintain sufficient control over program expenditures may subject the 
department to disallowed cost by the grantor agency. 
 
DSS management should strengthen control procedures to ensure expenditures charged to 
the Rehabilitation Services - Vocational Rehabilitation Grants to States Program are 
accurate and supported.  Management concurred with the finding and provided a 
corrective action plan (see Appendix A, pages 10-11). 
 
Noncompliance With Federal Property Regulations 
 
DSS, Office of the Secretary, did not consistently follow internal controls over movable 
property acquired with federal funds and therefore is in violation of federal regulations.  
OMB Circular A-87 defines equipment as an article of nonexpendable, tangible personal 
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property having a useful life of more than one year and an acquisition cost which equals 
or exceeds the lesser of the capitalization level established by the government unit for 
financial statement purposes or $5,000.  The U.S. Department of Education [34 CFR 
80.32(d)(e)] and the U.S. Department of Health and Human Services [45 CFR 
92.32(d)(e)] require that property records must be maintained that include a percentage of 
federal participation in the cost of the property.  
 
Audit procedures performed on seven items acquired in fiscal year 2005 disclosed that 
none of the items had the percentage of federal participation recorded in the Louisiana 
Property Assistance Agency (LPAA) system.  Although agency personnel record the 
percentage of federal participation on some property items, this procedure is not done on 
a consistent basis.  For fiscal year 2005, the Office of the Secretary acquired movable 
property items totaling approximately $3.3 million including both federal and nonfederal 
items. 
 
Departmental personnel responsible for tracking movable property failed to adhere to 
federal regulations regarding equipment acquired with federal funds.  Failure to maintain 
controls over property increases the risk that errors and/or noncompliance could occur 
and remain undetected.   
 
DSS management should ensure that property acquired for $5,000 or more is identified 
by documenting the percentage of federal participation in the LPAA system.  
Management concurred with the finding and provided a corrective action plan (see 
Appendix A, page 12). 
 
Access to Electronic Data Processing Not Properly Restricted 
 
DSS does not have sufficient user access controls for the Advantage Financial System 
(AFS), the Advanced Governmental Purchasing System (AGPS), and the Contract 
Financial Management System (CFMS).  These systems are components of the Integrated 
Statewide Information System (ISIS).  Access to these systems is restricted through the 
use of passwords and user identification (ID) codes; however, this access was not 
properly restricted to ensure the integrity of data was maintained.  The DSS ISIS 
USERID Program Policy (Policy 1-13) provides that employees are permitted business-
need-only access to data files and functions necessary to perform their duties.  The policy 
also includes written procedures for the timely deletion of user ID codes.   
 
Audit procedures performed on AFS and AGPS/CFMS user IDs disclosed the following: 
 

 Twenty-four of 422 (5.7%) active AGPS/CFMS user IDs were assigned to 
individuals who had terminated, resigned, retired, or transferred to another 
agency.  The length of time between separation dates and the date that the 
exceptions were noted ranged from 52 days to 1,102 days. 

 Seventeen of 527 (3.2%) active AFS user IDs were assigned to individuals 
who had terminated, resigned, retired, transferred to another agency, or no 
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longer had a business need.  The length of time between separation dates 
and the date that the exceptions were noted ranged from 111 days to 785 
days. 

Employees responsible for the issuance and deletion of user IDs did not comply with 
departmental policy that requires timely deletion of user IDs.  Failure to promptly delete 
user IDs of separated employees increases the risk that unauthorized access to the ISIS 
systems could occur, data could be compromised, and/or assets could be misappropriated.   
 
DSS management should ensure employees comply with the existing policy so that user 
ID codes are deleted immediately upon the termination, retirement, or transfer of 
employees.  Management concurred with the finding and provided a corrective action 
plan (see Appendix A, page 13). 
 

The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of the department.  The varying nature of the 
recommendations, their implementation costs, and their potential impact on the operations of the 
department should be considered in reaching decisions on courses of action.  Findings relating to 
the department’s compliance with applicable laws and regulations should be addressed 
immediately by management. 
 
This letter is intended for the information and use of the department and its management and is 
not intended to be, and should not be, used by anyone other than these specified parties.  Under 
Louisiana Revised Statute 24:513, this letter is a public document, and it has been distributed to 
appropriate public officials. 
 

Respectfully submitted, 
 
 
 
Steve J. Theriot, CPA 
Legislative Auditor 
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Findings and Recommendations 
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